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WEDNESDAY, APRIL 20, 1955 


Unirep States SENATE, 
COMMITTEE ON BANKING AND CURRENCY, 
SUBCOMMITTEE ON HousINaG, 
Wash ington, dD, Cc. 

The subcommittee met, pursuant to call, in room 301, Senate Office 
Building, at 12 noon, Senator John Sparkman (chairman of the sub- 
committee) presiding. 

Present: Senators Sparkman, Monroney, Capehart, Ives, and 
Payne. 

Senator SPARKMAN. We have a bill that I do not think should take 
too much time. It is S. 654, to extend the direct loan authority of the 
Administrator of Veterans’ Affairs. The bill will be inserted in the 
record, together with a report from the Treasury Department. 

(The bill and report follow:) 


[S. 654, 84th Cong., Ist sess.] 


A BILL To extend the direct loan authority of the Administrator of Veterans’ Affairs under title III o 
the Servicemen’s Readjustment Act of 1944, as amended, to correspond to the expiration dates provided 
for guaranteed loans under such title, and for other purposes, 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That title III of the Servicemen’s Readjustment 
Act of 1944. as amended, is hereby amended as follows: 

(1) By amending clause (C) of section 512 (b) to read: 

““(C) the authority to make a loan to a veteran under this section shall not 
extend beyond the date on which a guaranteed loan could be made under this 
title to such veteran, except that if a commitment to make a loan was issued 
by the Administrator prior to the applicable expiration date the loan may be 
completed subsequent to such date.” 

(2) By striking out “June 30, 1955” from the first sentence of section 513 (a) 
and inserting in lieu thereof ‘“‘the date of the expiration of the authority of the 
Administrator to make any loans as provided in clause (C) of section 512 (b)”’. 

(3) By striking out ‘June 30, 1956” from the third sentence of section 513 (c), 
and inserting in lieu thereof ‘‘one year following the date of the expiration of the 
authority of the Administrator to make any loans as provided in clause (C) of 
section 512 (b)’’. 

(4) By striking out “until June 30, 1955” from the first sentence of section 
513 (d), substituting a colon for the period at the end of such sentence and adding 
the following: ‘‘Provided. That no advances shall be made hereunder after the 
date of the expiration of the authority of the Administrator to make any loans 
as provided in clause (C) of seetion 512 (b).” 

(5) By striking out ‘‘$37,500,000” from the first sentence of section 513 (d) and 
inserting in lieu thereof ‘‘$50,000,000’’. 


TREASURY DEPARTMENT, 


March 18, 1955. 
Hon. J. W. FuLpricut, 


Chairman, Committee on Banking and Currency, 
Un‘ted States Senate, Washington, D. C. 


My Dear Mr. CuarrMan: Reference is made to your request for the views of 
this Department on S. 654, to extend the direct loan authority of the Administrator 


1 








2 VA DIRECT LOANS TO VETERANS 
of Veterans’ Affairs under title III of the Servicemen’s Readjustment Act of 1944, 


as amended, to correspond to the expiration dates provided for guaranteed loans 
under such title, and for other purposes. 

The President in his budget message of January 17, 1955, recommended legisla- 
tion continuing the veterans’ direct housing loan program until the expiration of 
the veterans’ loan guaranty program for World War II veterans on July 25, 1957, 
and the Department would have no objection to an extension of the program to 
that date. However, the Department feels that in view of the increased avail- 
ability of private mortgage funds during the past 6 months, there is no need for 
the proposed increase from $37% million to $50 million in the maximum amount 
per quarter that could be borrowed from the Secretary of the Treasury for such 
loans. In that connection, it should be noted that the President also stated in 
his budget message that if permission is granted to use receipts from repayments 
for such loans, as well as from sales, obligational authority of $100 million should 
be adequate for the fiscal year 1956. 


The Department has been advised by the Bureau of the Budget that there is 
no objection to the presentation of the proposed report to your committee and that, 
if revised as suggested in this report, enactment of 8. 654 would be in accord with 
the program of the President. 

Very truly yours, 
A. N. Oversy, 
Acting Secretary of the Treasury. 

Senator SPARKMAN. The first witness is Mr. Thomas J. Sweeney, 
Assistant Deputy Administrator, Loan Guaranty, Veterans’ Admin- 
istration, accompanied by Mr. T. F. Daley. We are glad to have you, 
gentlemen. 


STATEMENT OF T. F. DALEY, DIRECTOR, LEGISLATIVE PROJECTS 


SERVICE, OFFICE OF LEGISLATION, VETERANS’ ADMINISTRA- 
TION 


Mr. Datey. Mr. Chairman, I am T. F. Daley of the Office of 
Legislation of the Veterans’ Administration. I can proceed with a 
statement from the report of the Veterans’ Administration on this 
bill, if it is agreeable to the chairman. 

Senatoe SPARKMAN. That is all right. 

Mr. Datey. The purpose of S. 654, Mr. Chairman, as stated in 
its title, is to extend the period during which the Administrator of 
Veterans’ Affairs may make a direct loan to an eligible veteran, until 
such time as the veteran is no longer entitled to a guaranteed loan 
under the Servicemen’s Readjustment Act. The bill would also 
increase the funds available for direct loans by amending section 
513 (d) of the Servicemen’s Readjustment Act so as to authorize the 
Secretary of the Treasury to advance to the Administrator of Veterans’ 
Affairs, for the duration of the loan-guaranty program, $50 million 
per quarter annual period, less such amounts as the Administrator 
may have received in the preceding quarter from the sale of direct 
loans. 

The direct-loan program was enacted by the Housing Act of 1950— 
Public Law 475, 8ist Congress, approved April 20, 1950—and pro- 
vided the Administrator of Veterans’ Affairs with authority until 
June 31, 1951, to make a maximum of $150 million in home and farm- 
house loans to eligible veterans residing in areas where loans from 
private lending sources were unobtainable at the then prevailing 
interest rate for guaranteed loans of 4 percent per annum. This 
authority was extended for 2 years to June 30, 1953, by section 614 
of the Defense Housing and Community Facilities and Services Act 
of 1951—Public Law "139, 82d Congress, approved September 1, 
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1951—and the direct-loan fund was reconstituted as a revolving fund, 
thus permitting additional loans to be made as the fund was augment- 
ed by repayments, prepayments, and sales of mortgages to private 
lenders. 

Additional funds for direct loans of not to exceed $125 million, 
allocated in quarter annual installments of $25 million, less the 
amounts received by the Administrator in the preceding quarter 
annual period from the sale of direct loans to private lenders, were 
made available until June 30, 1953, by the enactment of Public Law 
325, 82d Congress, on April 18, 1952. The direct-loan program was 
extended to June 30, 1954, by Public Law 101, 83d Congress, ap- 
proved July 1, 1953, ‘and, following an interim extension of 1 month 
by Public Law 438, 83d Congress, was further extended to June 30, 
1955, by Public Law 611, 83d Congress, approved August 21, 1954. 
Public Law 611 also increased the quarterly authorization of direct 
loan funds from $25 million to $37.5 million. 

From the inception of the direct-loan program in July of 1950 
through December 31, 1954, a total of 56,629 loans have been closed 
and fully disbursed with an additional 10,315 loans in process on the 
latter date. Over $470 million has been committed for loans already 
disbursed or in process and it is estimated that $96 million more will 
be available for additional direct loans between December 31, 1954, 
and June 30, 1955. On the basis of the average principal amount of 
loans made to date it is estimated that the sum of $96 million would 
provide about 13,000 direct loans. 

At the end of 1954 there were nearly 26,000 veterans whose applica- 
tions for a direct loan had not yet been acted upon, as compared 
with a backlog of nearly 32,000 requests on file on December 31, 
1953. Assuming a normal rate of loan application attrition, it is 
likely that nearly all of the veterans on the waiting list on December 

1, 1954, will be offered an opportunity to obtain a direct loan prior 
to the presently scheduled expiration date for the direct-loan program. 
In the meantime, however, additional veterans will have applied for 
direct loans so that in all likelihood there will still be a waiting list 
at the end of the current fiscal year. 

The size of such direct-loan waiting list will be determined, at least 
in part, by the effectiveness of the voluntary home mortgage credit 
program, which was established by title VI of the Housing Act of 
1954, to facilitate the flow of additional private funds into remote 
areas and small communities. This program has recently been 
organized and procedures have been developed by the Veterans’ 
Administration, in collaboration with the Housing and Home Finance 
Agency, for the referral of VA direct loan applications to the regional 
committees established thereunder so that private lenders _partici- 
pating in the program will be given an opportunity to consider such 
applications before direct loans are made by the Veterans’ Administra- 
tion. It is not yet possible to ascertain how effective this program 
will be in reducing the need for Veterans’ Administration direct loans, 
but it is hoped that it will substantially improve the availability of 
VA-guaranteed loans in many areas where they have been unobtain- 
able heretofore. It is to be expected, however, that notwithstanding 
any improvement in the supply of funds as the result of the voluntary 
home mortgage credit program, there will be certain remote areas 
where VA-guaranteed loans will continue to be unavailable and that 
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VA direct loans will afford veterans in such areas their only oppor- 
tunity for sharing in the GI loan benefit. It would appear, therefore, 
that if the Congress desires to assure the availability of loan-guaranty 
benefits to veterans in the remote areas, an extension of the direct-loan 
program should be considered. In the administration of the program, 
the Veterans’ Administration would continue its practice of excluding 
from eligibility those areas where private funds become available for 
home loans. 

In the event that it is determined that the direct-loan authority 
should be extended beyond the present expiration date of June 30, 
1955, there would be for consideration the question as to the term of 
such extension and the amount to be made available therefor. It is 
noted that S. 654 would have the effect of extending the direct-loan 
program for a period of approximately 2 years for World War II 
veterans and for nearly 10 years for veterans of the Korean conflict 
period. In addition, this measure would specifically authorize 
Treasury advances of up to $50 million a quarter for the next 10 years. 
While certain administrative simplicities would undoubtedly result 
from a single long-term extension of the direct loan authority of the 
Veterans’ Administration, the committee may wish to consider 
whether or not a more frequent review of the need to continue direct 
loans should be provided than is afforded by this proposal. 

Senator SpARKMAN. Mr. Daley, let me say this. We have the 
letter. It is past 12 and time is pressing us a little. I wonder if we 
might not just include the letter as your statement, and if we could 
not agree on certain suggestions and certain recommendations that 
are made in there? 

(The remainder of the report follows:) 

Pertinent to the subject of the extension of the direct loan program is the state- 
ment in the budget message of the President that: 

“The Veterans’ Administration program of direct housing loans expires on 
June 30, 1955. These loans are made only where guaranteed private mortgages 
are not available or cannot be secured through the voluntary home mortgage 
credit program. I recommend legislation continuing this program until expira- 
tion of the veterans’ loan-guaranty program for World War II veterans on July 
25, 1957. If permission is granted to use receipts from repayments, as well as 
from sales, new obligational authority of $100 million should be adequate for the 
fiscal year 1956.” 

It will thus be noted that whereas the President’s proposal contemplates a 
2-year extension of the entire direct-loan program, 8. 654 would extend the pro- 
gram for nearly 10 years with respect to loans to veterans of the Korean-conflict 
period and the bill is so phrased that should other pending proposals to extend 
the World War II loan-guaranty program be enacted into law, direct-loan au- 
thorization for World War II veterans would be automatically extended for a 
similar period. In addition, 8. 654 would authorize larger Treasury advances 
for direct loans ($50 million per quarter less the proceeds received in the previous 
quarter from direct-loan sales) than would the President’s proposal to provide 
additional quarterly fund authorizations of $25 million without offsetting the 
proceeds received in the previous quarter from sales of direct loans. Since direct 
loan sales have averaged about $6 million a quarter in the past year, the net 
difference in authorization between the Presidential proposal and 8. 654 is $19 
million a quarter, assuming a continuation of sales at recent levels. 

The home-loan volume for VA-guaranteed loans was at a near record level in 
the last half of 1954 and there has been an increasing availability of private funds 
for GI loans in many parts of the country. The voluntary home mortgage credit 
program, which is just now beginning to commence operations, is expected to make 
additional funds available in areas now eligible for direct loans. These develop- 
ments, considered in conjunction with the fact that the Veterans’ Administration 
was able to reduce the backlog of direct loan requests, on the basis of the present 
level of funds allotment, from nearly 32,000 on December 31, 1953, to approxi- 
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mately 26,000 on December 31, 1954, suggest that an increase in the rate of 
authorization for direct loan funds as proposed by S. 654 would not be necessary 
to meet the anticipated needs of the program, should it be extended beyond 
June 30, 1955. 

As indicated above, although the eligibility of most veterans of World War II 
for guaranteed loans will expire on July 25, 1957, the eligibility of veterans of the 
Korean conflict will continue until January 31, 1965. The proposed legislation 
could, therefore, involve advances from the Treasury of up to $200 million per 
year for nearly 10 years, or a total potential authorization of almost $2 billion. 
No direet cost to the Treasury is involved in this authorization, however, since 
the Veterans’ Administration pays interest on all advances outstanding based on 
the current average cost to the Treasury; the current rate paid being 2% percent. 
It should also be observed that since the veteran is charged the same interest rate 
that is allowed in connection with VA-guaranteed or insured realty loans, cur- 
rently 444 percent, a surplus accrues to the Government in the operation of the 
direct-loan program. As of December 31, 1954, the “reserve for expenses and 
losses” of the direct-loan program amounted to $10,296,000, and it appears un- 
likely at this time that losses will exceed this amount. The administrative costs 
of the direct-loan program are not paid out of the reserve for expenses, however, 
but are part of general VA operating costs. Assuming that reasonably favorable 
economic conditions will continue it is not unlikely that such expenditures for 
administrative expenses will ultimately be recaptured by the Treasury from un- 
expended reserves for expenses and losses. 

In summary, it would seem that, despite the present improvement in the 
availability of Gl-guaranteed loans and the expected further improvement as a 
result of voluntary home mortgage credit program activities, there will continue 
to be certain rural areas where such loans will be unavailable at the current interest 
rate of 4% percent and, therefore, a continuing need for the direct-loan program 
exists. An extension of the program to July 25, 1957, as recommended by the 
President in his budget message dated January 17, 1955, would, therefore, be 
desirable. However, the proposal to continue a substantial part of the program 
until January 31, 1965, would appear to involve a departure from the previous 
concept of a temporary standby program and would not afford opportunity for 
periodic congressional review thereof. Moreover, it is believed that the increase 
in direct-loan funds proposed by 8. 654 is unnecessary in order to meet the demand 
for loans which can presently be anticipated. In view of the foregoing the 
Veterans’ Administration would not recommend favorable consideration of 8. 654, 
84th Congress, in its present form, by the committee. 

Advice has been received from the Bureau of the Budget that there would be 
no objection to the presentation of this report and that, if revised as recommended 
herein, enactment of 8. 654 would be in accord with the program of the President. 


Senator SparKMAN. As I recall it the VA approves a continuance 
for 2 years and calls attention to the fact that that would make it 
coterminous with the Readjustment Act? 

Mr. Datey. For World War II. 

Senator SpARKMAN. I think it is a good suggestion and I am 
perfectly agreeable to that. 

Mr. Datey. In our report we adverted to the recommendation in 
the budget message of the President. 

Senator SpaRKMAN. That is correct. 

Mr. Datry. Relating to that proposal. 

Senator SpaRKMAN. That is correct. You further suggest that 
probably the $50 million would be too much. I recall that the Presi- 
dent suggested $25 million a quarter in using the revolving fund. 
It is now $37% million. My suggestion to the committee frankly 
would be that we continue it at the present figure of $37% million. 
I do not believe the Veterans’ Administration would find that par- 
ticularly objectionable. 

Mr. Datey. Except, Mr. Chairman, as our report indicates, we 
advocate the revision of 8. 654, or any proposal, to extend the direct- 
loan program which would conform to the recommendation which 
appears in the budget message of the President. 
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Senator SPARKMAN. Yes. 

Senator Capenart. Otherwise you have no objection to the bill 
and, in fact, you recommend it? 

Mr. Datey. Yes. 

Senator SPARKMAN. With the changes. 

Mr. Datey. With the exception. 

Senator CarpeHart. Do you go along on it? 

Mr. Dauey. The recommendation on the bill which was proposed 
by the Administration is for $25 million without offset from direct- 
loan sales. So, insofar as you have had an average of direct-loan 
sales approximating $6 million per quarter, in effect “then the recom- 
mendation for fund advances would be $31 million. 

Senator SPARKMAN. That is a change you propose. In other 
words, heretofore if we had $6 million sales we have charged that 
against the $37 million. 

Mr. Datery. Yes. 

Senator SPARKMAN. You would say that it should be a revolving 
fund of $25 million a quarter plus sales? 

Mr. Dauey. Plus sales. In other words, you will not offset them 
against the sales for the preceding quarter as is done under existing 
law. 

Senator SPARKMAN. Were you at the hearing before the House 
committee on a similar bill just a few days ago? 

Mr. Datey. Yes; Mr. Chairman. 

Senator SpPARKMAN. Was there another proposition discussed there 
with reference to the inclusion of some change where the house 
happened to be on a farm? 

Mr. Datry. There were several bills, Mr. Chairman, designed to 
extend the direct-loan program to the purchase of farms with a farm- 
house, also to construct a farmhouse on land owned by the veteran, 
and for repairs, alterations, or improvements of a farmhouse. 

Senator SpARKMAN. What was your attitude on that, if you ex- 
pressed yourself? 

Mr. Datey. We expressed ourselves as in the first instance suggest- 
ing the desirability of utilizing the section 501 (b) program as the 
vehicle for the extension of the additional credit in the farm-realty 
cases. 

Senator Sparkman. And keep this strictly for residential? 

Mr. Datry. We advocated full parity between home loans and 
farm-realty loans and suggested to the committee the desirability of 
utilizing the loan-guaranty system rather than the direct-loan program. 

Senator SPARKMAN. Yes. 

Mr. Datey. Pointing out also that with respect to the present ex- 
piration date of the direct-loan program there would be very little 
time in which to utilize the extension for the purpose of farm loans. 
There was also the practical question of how far a direct loan could go 
in acquiring farms and farmhouses at current prices. 

Senator SPARKMAN. Did you have anything to add? 

Mr. Sweeney. I have nothing to add, Mr. “Chairman. 

Senator SPARKMAN. Are there any further questions? 

Thank you very much, gentlemen. 

Mr. Downer of the Suauee of Foreign Wars. Will you come 


around, please, and give us your statement? Let me ask, Is Mr. Miles 
D. Kennedy here? 
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Mr. Mears. I am Mr. Mears, and I am here representing Mr. 
Kennedy. 
Senator SPARKMAN. Mr. Foster? 
Mr. Fosrer. Here. 
Senator SpaRKMAN. All right, Mr. Downer. 


STATEMENT OF A. M. DOWNER, ASSISTANT LEGISLATIVE OFFICER, 
VETERANS OF FOREIGN WARS 


Mr. Downer. I will state very briefly, Mr. Chairman, that the 
Veterans of Foreign Wars endorse the continuation of the direct-loan 
program and the appropriation of additional funds. I will try to 
comply with the time requirements but I would like briefly to men- 
tion that in the hearings before a subcommittee of the House Com- 
mictee on Veterans Affairs last week on H. R. 5420, we generally 
endorsed the purpose of that bill and the principles in it which would 
extend the availability of direct loans generally for the same purpose 
as the guaranteed-loan program, and would make direct loans avail- 
able for the purchase of a farm or farmhouse. 

We also endorsed the provisions of H. R. 5420, which permits the 
availability of as much as $50 million in any one quarter, in a direct- 
loan program to take care of the seasonal fluctuations in demand for 
housing; and also the provisions that permitted direct loans to be 
repaid on quarterly, semiannual, or annual bases in the case of farm 
loans. 

In our view, those features are desirable. Otherwise, since there 
appears to be no particular misunderstanding or controversy about 
this bill I will say nothing further and thank you for the privilege of 
appearing. 

Senator SpARKMAN. Thank you very much, Mr. Downer. Mr. 
Mears. Will you state your name to the reporter, please? 


STATEMENT OF JOHN S. MEARS, ADMINISTRATIVE ASSISTANT, 
NATIONAL ECONOMIC COMMISSION, THE AMERICAN LEGION 


Mr. Mears. Thank you, Mr. Chairman. My name is John 8. 
Mears. I am appearing for Mr. Miles D. Kennedy, the legislative 
director. 

Senator SPARKMAN. We are very glad to have you. 

Mr. Mears. I would like to thank you, Mr. Chairman and mem- 
bers of the committee, for the opportunity of appearing before you 
this morning. I will be v ery brief, too, as I realize your time is short. 
The American Legion endorses also the extension of the direct-loan 
program. Our formal mandate only requests a year’s extension 
since we have as a matter of policy requested a year-to-year exten- 
sion as the need may arise. We have no objection, however, if it is 
extended to coexist with the expiration date of the guaranty phase 
of the program. ; 

Also, in our appearance before the House Veterans’ Affairs Com- 
mittee we endorsed the general purposes of H. R. 5420 to even up, 
so to speak, the availability of purposes for which the direct loan can 
be obtained, as in the case of a guaranteed loan for a residential 
dwelling. 

Also 1 would like to state there has always been a need, or a waiting 
list for direct loans. We feel that although we have not asked for an 
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increase in the quarterly annual allotment, that if this subcommittee 
should see fit to recommend an increase to $50 million per quarter, 
we think it would be beneficial. 

Senator SPARKMAN. With reference to the backlog you might be 
— to know at the end of 1954 there were 26,000 veterans 
applications on the waiting list. 

Mr ‘blnken Yes, sir. 

Senator SPARKMAN. But that was better than it was a year earlier 
when there were 32,000. So at least they are cutting down that 
backlog 

Mr. Mears. Yes, sir. They are cutting it down but we feel in the 
next year they will not be able to eliminate it. I might say, Mr. 

Chairman, with reference to any reduction, that the default experience 
in this program has been very negligible, approximating nine-tenths of 
| percent; and repayments of interest, and so forth, have not resulted 
in a net loss to any extent in the overall program. 

Senator SPARKMAN. It has been one of the finest and most remark- 
able programs we have had so far as the delinquency rate is concerned. 

Mr. Mears. I think that is all, Mr. Chairman. 

Senator SpaARKMAN. Thank you very much. Any questions, 
Senator Capehart. 

Senator Capenart. No questions. 

Senator SPARKMAN. Mr. Foster, representing the Disabled American 
Veterans will be the next witness. 


STATEMENT OF CHARLES E. FOSTER, ASSISTANT LEGISLATIVE 
DIRECTOR, DISABLED AMERICAN VETERANS 


\MIr. Fosrer. | am Charles E. Foster and I am the assistant 
legislative director of the Disabled American Veterans. I will be 
very brief in the interests of the shortage of time. 

Senator Capenart. We are all sold on this bill. 

Senator SPARKMAN. You know it is a practice with lawyers, when 
the judge is with them, to quit talking. 

Mr. Fosrer. I think it is a very good practice. I just want to say 
I certainly support and endorse the statements of the two previous 
witness. We hope the committee will take favorable action on this 
measure. I would like to add one further point. I think it was 
brought out somewhat, but I would like to stress it. The bill the House 
Veterans’ Affairs Committee heard witnesses on last week has some 
very desirable features in it which are not in this bill. 

Senator SPARKMAN. Is that H. R. 5420? 

Mr. Fosrrer. Yes, sir. 

Senator SPARKMAN. Are they all in that one bill? 

Mr. Fosrrer. Yes, sir. They have not reported that out but I 
believe they will. I think it would be something which I would like 
to suggest to this committee. That is, before they do anything here 
they might consider that. 

Senator CapEnart. Have they reported that out of the committee 
vet? 

Mr. Foster. They have not yet but I understand they will. 

Senator Capruart. [ would suggest, Mr. Chairman, we get a copy 
of their bill, or proposed bill, and make it a part of the record at this 
point. 


ct 
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Mr. Foster. I think that would be fine. 
Senator SPARKMAN. That will be done, without objection. 
(The bill, H. R. 5420, follows:) 


[H. R. 5420, 84th Cong., Ist sess.] 


A BILL To amend the Servicemen’s Readjustment Act of 1944 to extend the vuthority of the Adminis- 
trator of Veterans’ Affairs to make direct loans, and to authorize the Administrator to make additional 
types of direct loans thereunder, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 512 of the Servicemen’s Readjust- 
ment Act of 1944 (38 U.S. C., see. 6941) is hereby amended to read as follows: 

“Sec. 512. (a) (1) Upon application by a veteran eligible for the benefits of 
this title, the Administrator is authorized and directed to make, or enter into a 
commitment to make, the veteran a loan for any of the following purposes: 

‘“*(A) To purchase or construct a dwelling to be owned and occupied by 
him as a home; 

“‘(B) To purchase a farm on which there is a farm residence to be occupied 
by the veteran as his home; 

“(C) To construct on land owned by the veteran of a farm residence to be 
occupied by him as his home; or 

“(D) To repair, alter, or improve a farm residence or other dwelling 
owned by the veteran and occupied by him as his home; 

if the Administrator finds that in the area in which the dwelling, farm, or farm 
residence is located or is to be constructed, private capital is not available for the 
financing of the purchase or construction of dwellings, the purchase of farms 
with farm residences, or the construction, repair, alteration, or improvement of 
farm residences, as the case may be, by veterans under this title. In case there is 
an indebtedness which is secured by a lien against land owned by the veteran, the 
proceeds of a loan made under this section for the construction of a dwelling or 
farm residence on such land may be expended also to liquidate such lien, but only 
if the reasonable value of the land is equal to or in excess of the amount of the lien. 

‘“(2) No loan shall be made under this section to a veteran unless he shows to 
the satisfaction of the Administrator 

“(A) that he is a satisfactory credit risk; 

‘“(B) that the payments to be required under the proposed loan bear a 
proper relation to the veteran’s present and anticipated income and expenses; 

“(C) that he is unable to obtain from private lending sources in such area 
at an interest rate not in excess of the rate authorized for guaranteed home 
loans a loan for such purpose for which he is qualified under section 501 of 
this title; and 

‘‘(D) that he is unable to obtain a loan for such purpose from the Secretary 
of Agriculture under the Bankhead-Jones Farm Tenant Act, as amended, or 
under the Housing Act of 1949.” 

Src. 2. (a) Subsection (b) of such section is hereby amended by striking out 
clauses (A) and (B) and inserting in lieu thereof the following: 

‘‘(A) the original principal amount of any such loan shall not exceed an 
amount which bears the same ratio to $10,000 as the amount of guaranty to 
which the veteran is entitled under section 501 at the time the loan is made 
bears to $7,500; 

‘(B) the guaranty entitlement of the veteran shall be charged with an 
amount which bears the same ratio to $7,500 as the amount of the loan bears 
to $10,000;”’. 

(b) The amendments made by this section shall not apply with respect to loans 
or commitments made under such section 512 prior to the date of enactment of 
this section. 

Sec. 3. Subsection (d) of such section is hereby amended by striking out “‘sec- 
tion 501 (b)”’ and inserting in lieu thereof ‘‘section 501’’. 

Sec. 4. (a) Subsection (e) of such section is hereby amended to read as follows: 

‘“(e) Loans made under this section shall be repaid in monthly installments; 
except that in the case of loans made for any of the purposes described in clauses 
(B), (C), or (D) of paragraph (1) of subsection (a), the Administrator may 
provide that such loans shall be repaid in quarterly, semiannual, or annual 
installments.”’ 

(b) The amendment made by this section shall apply only with respect to direct 
loans held by the Administrator on the date of enactment of this Act and direct 
loans made by the Administrator on or after such date. 
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Si ». Such section is hereby further amended by adding at the end thereof 


No veteran may obtain loans under this section aggregating more than 
$10.000 

Sec. 6. (a) Clause (C) of subsection (b) of such section is hereby amended by 
striking out ‘“‘June 30, 1955’ and inserting in lieu thereof ‘‘June 30, 1956’’. 

b) Subsection (a) of section 513 of such Act is hereby amended by striking 
out “June 30, 1955” and inserting in lieu thereof ‘‘June 30, 1956”’’. 

(c) Subsection (ce) of such section 513 is hereby amended by striking out 
‘‘June 30, 1956” and inserting in lieu thereof ‘‘June 30, 1957’’. 

d) The first sentence of subsection (d) of such section 513 is hereby amended 
by striking out all beginning with ‘‘June 30, 1955” and inserting in lieu thereof 
“June 30, 1956, such additional sums (not in excess of $150,000,000 in any one 
fiscal year) as the Administrator may request, except that the aggregate so 
advanced in any one quarter annual period shall not exceed the sum of $50,000,000 
less that amount which had been returned to the revolving fund during the pre- 
ceding quarter annual period from the sale of loans pursuant to section 512 (d) 
of this title.’’. 


(e) The amendments made by this section shall take effect as of June 30, 1955. 

Senator SPARKMAN. Are there any other witnesses, or is there 
anything further? I have a statement from the American Bankers 
Association for the record. 

(The statement referred to follows:) 


STATEMENT OF AMERICAN BANKERS ASSOCIATION 


The American Bankers Association is opposed in principle to direct lending by 
agencies of the United States Government. Its position is well known as it has, 
on a number of occasions, presented testimony before committees of Congress in 
opposition to legislative proposals to provide direct Government financing of 
business, agriculture, and homes. 

However, the association has not opposed the direct-loan authority of the 
Administrator of Veterans’ Affairs, appreciating that it was intended tomake such 
loans available only to qualified veterans residing in areas or localities where home 
financing by private lenders might not be available. 

The Housing Act of 1954 authorized a voluntary home mortgage credit program 
designed to make available through private lending institutions FH A-insured and 
V A-guaranteed home-mortgage loans in small communities and remote areas. 
The American Bankers Association is cooperating with other lender groups in this 
program and has encouraged the participation of its member banks therein. 
Bankers are serving on both the national and regional voluntary home mortgage 
credit commitees. 

It is believed that, when this program is fully operative, the home-financing 
requirements of qualified veterans wherever located will be met without resort to 
direct Government loans. However, due to the necessary time required for com- 
mittee organization, development of procedures, and the dissemination of infor- 
mation about the program to individual lending institutions, actual lending 
operations under the program are only just beginning. 

However, if legislation, such as 8S. 654, to extend the direct-loan authority of 
Administrator of Veterans’ Affairs beyond June 30, 1955, is favored by Congress, 
it is urged that such extension be for only a temporary period of not more than 
2 years, and preferably for not more than 1 year. Furthermore, a specifie date 
should be fixed for the expiration of such direct-loan authority, rather than making 
the expiration of such authority dependent on the expiration of the authority of 
the Administrator to guarantee home loans, as provided in 8. 654, in order that 
Congress may review the need for the direct-loan authority, even if the guaran- 
teed-loan program should be extended. 

It is further recommended that no increase be made in the present quarterly 
direct-loan authorization. 


Senator SPARKMAN. The subcommittee will recess subject to call 
of the Chair. 

(Whereupon, at 12:15 p. m., the subcommittee recessed subject to 
call of the chairman.) 


AA 


_~s 














